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DEPARTMENT  OF  EDUCATION 
34  CFR  Part  30 
Debt  Collection 

AGENCY:  Department  of  Education. 
action:  Final  rule. 

summary:  The  Secretary  of  Education 
(Secretary)  amends  Part  30  of  Title  34  of 
the  Code  of  Federal  Regulations.  The 
amendments  implement  revisions  to  the 
Federal  Claims  Collection  Standards 
(FCCS),  which  require  each  Federal 
agency  to  issue  its  own  debt  collection 
regulations,  adapted  to  the  agency’s 
particular  requirements,  implementing 
those  aspects  of  the  FCCS  that  require 
further  regulation.  The  regulations  are 
intended  to  strengthen  the  ability  of  the 
Secretary  to  collect  outstanding  debts. 
effective  date:  These  regulations  take 
effect  either  45  days  after  publication  in 
the  Federal  Register  or  later  if  Congress 
takes  certain  adjournments.  If  you  want 
to  know  the  effective  date  of  these 
regulations,  call  or  write  the  Department 
of  Education  contact  person. 

FOR  FURTHER  INFORMATION  CONTACT: 
James  A.  Nielson,  U.S.  Department  of 
Education,  Office  of  Management,  400 
Maryland  Avenue,  SW.,  Room  3017 
FOB-6,  Washington,  DC  20202.  (202) 
732-4149. 

SUPPLEMENTARY  INFORMATION:  The 

Federal  Claims  Collection  Standards 
(FCCS)  (4  CFR  Parts  101-105)  were 
revised  on  March  9, 1984  (49  FR  8889),  to 
reflect  changes  made  by  the  Debt 
Collection  Act  of  1982  to  the  Federal 
Claims  Collection  Act  of  1966.  The 
FCCS,  published  jointly  by  the 
Department  of  Justice  and  th  General 
Accounting  Office,  require  agencies  to 
publish  implementing  regulations. 

The  Secretary  has  already  published 
various  rulemaking  documents  to 
implement  some  of  the  revised  FCCS 
requirements,  including — 

1.  Proposed  regulations  regarding  the 
charging  of  interest,  published  in  the 
Federal  Register  on  July  11, 1984  (49  FR 
28264).  (That  NPRM  proposed  to  amend 
various  regulations,  including  the 
Education  Department  General 
Administrative  Regulations.  However, 
the  Department  now  plans  to  publish 
those  regulations  in  Subpart  D  of  Part 
30); 

2.  Final  regulations  regarding  referral 
of  debts  to  the  Internal  Revenue  Service 
(IRS)  for  offset  against  tax  refunds, 
published  in  the  Federal  Register  on  July 
1. 1986  (51  FR  24095)  (34  CFR  30.33); 

3.  Final  regulations  providing  for:  (a) 
offset  of  debts  owed  under  programs 
and  activities  of  the  Department  or 


referred  to  the  Department  by  other 
Federal  agencies;  and  (b)  referral  of 
debts  to  other  Federal  agencies  for 
offset,  published  in  the  Federal  Register 
on  October  7, 1986  (51  FR  35645)  (34  CFR 
Part  30,  Subpart  C);  and 

4.  Final  regulations  regarding  the 
reporting  of  debts  to  Consumer 
Reporting  Agencies,  published  in  the 
Federal  Register  on  October  7, 1986  (51 
FR  35645)  (34  CFR  30.35). 

The  Department  has  also  published 
final  regulations  in  Parts  31  and  32  that 
provide  salary  offset  procedures.  The 
Department  recently  published  an 
NPRM  proposing  to  revise  some  of  the 
procedures  under  Part  31  (see  53  FR 
15336,  April  28, 1988).  The  current  offset 
procedures  in  Part  31  are  used  to 
recover  debts  owed  under  the 
Department’s  financial  assistance 
programs  by  employees  of  all  Federal 
agencies.  The  offset  procedures  in  Part 
32  are  used  to  collect  debts,  other  than 
those  covered  by  Part  31  or  30,  that  are 
owed  by  the  Department’s  current  and 
former  employees. 

This  rulemaking  document  establishes 
regulations  on  debt  collection  matters 
not  covered  by  the  other  rulemaking 
documents.  This  rulemaking  action, 
together  with  most  of  the  other  debt 
collection  rules  of  the  Department,  will 
complete  a  unified  set  of  debt  collection 
regulations  in  34  CFR  Part  30. 

Unless  otherwise  provided  in  these 
rules,  the  Secretary  adopts  the 
standards  and  procedures  in  the  FCCS. 
Thus,  these  regulations  supplement  the 
FCCS  in  those  instances  where  the 
FCCS  requires  agency-specific  rules  or 
the  nature  of  a  particular  debt  collection 
activity  administered  by  the  Department 
calls  for  further  clarification  of  the 
FCCS.  In  some  cases,  these  regulations 
clarify  the  relationship  between  the 
laws  administered  by  the  Secretary  and 
the  requirements  of  the  FCCS. 

The  citations  of  legal  authority 
appearing  after  the  various  sections  of 
these  regulations  include  references  to 
31  U.S.C.  3711(e),  20  U.S.C.  1221e-3(a)(l), 
and  the  Secretary’s  general  debt 
collection  authority  under  20  U.S.C. 
1226a-l.  Various  other  statutory 
provisions  contain  authority  for  the 
promulgation  of  these  rules  with  respect 
to  particular  programs  administered  by 
the  Secretary.  See,  e.g.,  20  U.S.C.  1082(a) 
(Guaranteed  Student  Loan  Program). 
These  supplemental  authorities  have 
been  omitted  from  the  citations  of  legal 
authority  contained  in  these  rules  for  the 
sake  of  brevity.  This  omission  is  not 
intended  to  limit  in  any  way  the 
programs  or  activities  under  which  the 
Secretary  is  authorized  to  engage  in 
debt  collection  under  these  or  other 
procedures.  Further,  the  Secretary 


reserves  the  right  to  rely  on  these  other 
authorities  to  support  these  regulations. 

In  response  to  the  NPRM,  the 
Secretary  received  two  telephone 
inquiries  and  no  written  comments. 
Therefore,  the  Secretary  publishes  these 
final  regulations  without  any  changes 
from  the  NPRM  other  than  a  technical 
change  to  §  30.1(c)(3)  removing  a  cross 
reference  to  Subpart  D  to  reflect  that 
fact  that  the  Department  has  not  yet 
published  a  Subpart  D  to  Part  30.  Also, 
as  promised  in  the  preamble  to  the 
NPRM  for  this  rulemaking  action,  a 
technical  amendment  is  made  to  the 
introduction  section  to  Subpart  C, 

“What  Provisions  Apply  to 
Administrative  Offset?"  Without  the 
revision,  certain  provisions  in  that 
section  would  duplicate  portions  of 
§  30.2  “On  what  authority  does  the 
Secretary  rely  to  collect  a  debt  under 
this  Part?" 

The  rationale  supporting  these 
provisions  is  explained  in  detail  in  the 
preamble  to  the  proposed  regulations,  at 
53  FR  5136-5138.  That  rationale  is 
adopted  here  by  reference. 

Part  E  of  the  General  Education 
Provisions  Act  was  revised  by  Public 
Law  100-297.  Under  the  revised  Part,  the 
Secretary  will  have  authority  to 
compromise  debts  in  which  the  amount 
to  be  repaid  is  within  $200,000  of  the 
disputed  amount.  Because  P.L.  100-297 
became  law  after  the  publication  of  the 
NPRM  for  this  rulemaking  action, 
regulations  to  implement  the  new 
authority  have  not  yet  been  developed. 
The  Secretary  intends  to  publish  a 
rulemaking  document  to  implement  the 
new  authority  in  the  near  future 

Executive  Order  12291 

These  regulations  have  been  reviewed 
in  accordance  with  Executive  Order 
12291.  They  are  not  classified  as  major 
regulations  because  they  do  not  meet 
the  criteria  for  major  regulations 
established  in  that  Order. 

Paperwork  Reduction  Act  of  1980 

These  regulations  have  been 
examined  under  the  Paperwork 
Reduction  Act  of  1980  and  have  been 
found  to  contain  no  information 
collection  requirements. 

Assessment  of  Education  Impact 

In  the  notice  of  proposal  rulemaking, 
the  Secretary  requested  comments  on 
whether  the  proposed  regulations  would 
require  transmission  of  information  that 
is  being  gathered  by  or  is  available  from 
any  other  agency  or  authority  of  the 
United  States. 

Based  on  the  response  to  the  proposed 
rule  and  on  its  own  review,  the 
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Department  has  determined  that  the 
regulations  in  this  document  do  not 
require  transmission  of  information  that 
is  being  gathered  by  or  is  available  from 
any  other  agency  or  authority  of  the 
United  States. 

List  of  Subjects  in  34  CFR  Part  30 

Claims,  Debt  collection. 

(Catalog  of  Federal  Domestic  Assistance 
Number  does  not  apply) 

Dated:  July  20, 1988. 

William  J.  Bennett, 

Secretary  of  Education. 

The  Secretary  amends  Part  30  of  Title 
34  of  the  Code  of  Federal  Regulations,  as 
follows: 

1.  The  table  of  contents  is  amended  by 
adding  Subparts  A,  E,  and  F,  and 
revising  the  authority  citation,  to  read  as 
follows: 

PART  30— DEBT  COLLECTION 
Subpart  A— General 

Sec. 

30.1  What  administrative  actions  may  the 
Secretary  take  to  collect  a  debt? 

30.2  On  what  authority  does  the  Secretary 
rely  to  collect  a  debt  under  this  Part? 


Subpart  E— What  Costs  and  Penalties  Does 
the  Secretary  Impose  on  Delinquent 
Debtors? 

30.60  What  costs  does  the  Secretary  impose 
on  delinquent  debtors? 

30.61  What  penalties  does  the  Secretary 
impose  on  delinquent  debtors? 

30.62  When  does  the  Secretary  forego 
interest,  administrative  costs,  or 
penalties? 

Subpart  F— What  Requirements  Apply  to 
the  Compromise  of  a  Debt  or  the 
Suspension  or  Termination  of  Collection 
Action? 

30.70  How  does  the  Secretary  exercise 
discretion  to  compromise  a  debt  or  to 
suspend  or  terminate  collection  of  a 
debt? 

Authority:  20  U.S.C.  1221e-3(a)(l),  and 
1226a-l,  31  U.S.C.  3711(e),  31  U.S.C.  3716(b) 
and  3720A,  unless  otherwise  noted. 

2.  New  Subpart  A  is  added,  to  read  as 
follows: 

Subpart  A— General 

§  30.1  What  administrative  actions  may 
the  Secretary  take  to  collect  a  debt? 

(a)  The  Secretary  may  take  one  or 
more  of  the  following  actions  to  collect  a 
debt  owed  to  the  United  States: 

(1)  Collect  the  debt  under  the 
procedures  authorized  in  the  regulations 
in  this  part. 

(2)  Refer  the  debt  to  the  General 
Accounting  Office  for  collection. 


(3)  Refer  the  debt  to  the  Department  of 
Justice  for  compromise,  collection,  or 
litigation. 

(4)  Take  any  other  action  authorized 
by  law. 

(b)  In  taking  any  of  the  actions  listed 
in  paragraph  (a)  of  this  section,  the 
Secretary  complies  with  the 
requirements  of  the  Federal  Claims 
Collection  Standards  (FCCS)  at  4  CFR 
Parts  101-105  that  are  not  inconsistent 
with  the  requirements  of  this  part. 

(c)  The  Secretary  may — 

(1)  Collect  the  debt  under  the  offset 
procedures  in  Subpart  C  of  this  part; 

(2)  Report  a  debt  to  a  consumer 
reporting  agency  under  the  procedures 
in  Subpart  C  of  this  part; 

(3)  Charge  interest  on  the  debt  as 
provided  in  the  FCCS; 

(4)  Impose  upon  a  debtor  a  charge 
based  on  the  costs  of  collection  as 
determined  under  Subpart  E  of  this  part; 

(5)  Impose  upon  a  debtor  a  penalty  for 
failure  to  pay  a  debt  when  due  under 
Subpart  E  of  this  part; 

(6)  Compromise  a  debt,  or  suspend  or 
terminate  collection  of  a  debt,  under 
Subpart  F  of  this  part; 

(7)  Take  any  other  actions  under  the 
procedures  of  the  FCCS  in  order  to 
protect  the  United  States  Government’s 
interests;  or 

(8)  Use  any  combination  of  the 
procedures  listed  in  this  paragraph  (c) 
as  may  be  appropriate  in  a  particular 
case. 

Authority:  20  U.S.C.  1221e-3(a)(l)  and 
1226a-l,  31  U.S.C.  3711(e). 

§  30.2  On  what  authority  does  the 
Secretary  rely  to  collect  a  debt  under  this 
part? 

(a) (1)  The  Secretary  takes  an  action 
referred  to  under  §  30.1(a)  in  accordance 
with — 

(1)  31  U.S.C.  Chapter  37,  Subchapters  I 
and  II; 

(ii)  Other  applicable  statutory 
authority;  or 

(iii)  The  common  law. 

(2)  If  collection  of  a  debt  in  a 
particular  case  is  not  authorized  under 
one  of  the  authorities  described  in 
paragraph  (a)(1)  of  this  section,  the 
Secretary  may  collect  the  debt  under 
any  other  available  authority  under 
which  collection  is  authorized. 

(b)  The  Secretary  does  not  use  a 
procedure  listed  in  §  30.1(c)  to  collect  a 
debt,  or  a  certain  type  of  debt,  if — 

(1)  The  procedure  is  specifically 
prohibited  under  a  Federal  statute;  or 

(2)  A  separate  procedure  other  than 
the  procedure  described  under  §  30.1(c) 
is  specifically  required  under— 

(i)  A  contract,  grant,  or  other 
agreement; 


(ii)  A  statute  other  than  31  U.S.C.  3716; 
or 

(iii)  Other  regulations. 

Authority:  20  U.S.C.  1221e-3(a)(l)  and 
1226a-l,  31  U.S.C.  3711(e) 

*  *  *  *  * 

2.  Section  30.20  is  amended  by 
revising  paragraph  (a)(1),  removing 
paragraph  (b),  and  redesignating 
paragraphs  (c),  (d),  and  (e)  as  paragraph 
(b),  (c),  and  (d),  respectively,  to  read  as 
follows: 

§30.20  To  what  do  §§  30.20-30.31  apply? 

(a)(l)(i)  Sections  30.20-30.31  establish 
the  general  procedures  used  by  the 
Secretary  to  collect  debts  by 
administrative  offset. 

(ii)  The  Secretary  uses  the  procedures 
established  under  other  regulations, 
including  §  30.33,  What  procedures  does 
the  Secretary  follow  for  IRS  tax  refund 
offsets?,  34  CFR  Part  31,  Salary  Offset 
for  Federal  Employees  Who  Are 
Indebted  to  the  United  States  Under 
Programs  Administrated  by  the 
Secretary  of  Education,  and  34  CFR  Part 
32,  Salary  Offset  to  Recover 
Overpayments  of  Pay  or  Allowances 
from  Department  of  Education 
Employees,  if  the  conditions  requiring 
application  of  those  special  procedures 
exists. 

3.  New  Subparts  E  and  F  are  added,  to 
read  as  follows: 

***** 

Subpart  E— What  Costs  and  Penalties 
Does  the  Secretary  Impose  on 
Delinquent  Debtors? 

§  30.60  What  costs  does  the  Secretary 
impose  on  delinquent  debtors? 

(a)  The  Secretary  may  charge  a  debtor 
for  the  costs  associated  with  the 
collection  of  a  particular  debt.  These 
costs  include,  but  are  not  limited  to — 

(1)  Salaries  of  employees  performing 
Federal  loan  servicing  and  debt 
collection  activities; 

(2)  Telephone  and  mailing  costs; 

(3)  Costs  for  reporting  debts  to  credit 
bureaus; 

(4)  Costs  for  purchase  of  credit  bureau 
reports; 

(5)  Costs  associated  with  computer 
operations  and  other  costs  associated 
with  the  maintenance  of  records; 

(6)  Bank  charges; 

(7)  Collection  agency  costs; 

(8)  Court  costs  and  attorney  fees;  and 

(9)  Costs  charged  by  other 
Governmental  agencies. 

(b)  Notwithstanding  any  provision  of 
State  law,  if  the  Secretary  uses  a 
collection  agency  to  collect  a  debt  on  a 
contingent  fee  basis,  the  Secretary 
charges  the  debtor,  and  collects  through 


33426  Federal  Register  /  Vol.  53,  No.  168  /  Tuesday,  August  30,  1988  /  Rules  and  Regulations 


the  agency,  an  amount  sufficient  to 
recover — 

(1)  The  entire  amount  of  the  debt;  and 

(2)  The  amount  that  the  Secretary  is 
required  to  pay  the  agency  for  its 
collection  services. 

(c)(1)  The  amount  recovered  under 
paragraph  (b)  of  this  section  is  the  entire 
amount  of  the  debt,  multiplied  by  the 
following  fraction: 

1 


1— cr. 

(2)  In  paragraph  (c)(1)  of  this  section, 
cr  equals  the  commission  rate  the 
Department  pays  to  the  collection 
agency. 

(d)  If  the  Secretary  uses  more  than 
one  collection  agency  to  collect  similar 
debts,  the  commission  rate  (cr) 
described  in  paragraph  (c)(2)  of  this 
section  is  calculated  as  a  weighted 
average  of  the  commission  rates  charged 
by  all  collection  agencies  collecting 
similar  debts,  computed  for  each  fiscal 
year  based  on  the  formula 

N  /  Xi»Yi  x 

A  (  — ) 

where — 

(1)  Xi  equals  the  dollar  amount  of 
similar  debts  placed  by  the  Department 
with  an  individual  collection  agency  as 
of  the  end  of  the  preceding  fiscal  year; 

(2)  Yi  equals  the  commission  rate  the 
Department  pays  to  that  collection 
agency  for  the  collection  of  the  similar 
debts; 

(3)  Z  equals  the  dollar  amount  of 
similar  debts  placed  by  the  Department 
with  all  collection  agencies  as  of  the  end 
of  the  preceding  fiscal  year;  and 

(4)  N  equals  the  number  of  collection 
agencies  with  which  the  Secretary  has 
placed  similar  debts  as  of  the  end  of  the 
preceding  fiscal  year. 

(e)  If  a  debtor  has  agreed  under  a 
repayment  or  settlement  agreement  with 
the  Secretary  to  pay  costs  associated 
with  the  collection  of  a  debt  at  a 
specified  amount  or  rate,  the  Secretary 
collects  those  costs  in  accordance  with 
the  agreement. 

(f)  The  Secretary  does  not  impose 
collection  costs  against  State  or  local 
governments  under  paragraphs  (a) 
through  (d)  of  this  section. 

Authority:  20  U.S.C.  1221e-3(a)(l)  and 
1226a-l,  31  U.S.C.  3711(e),  3717(e)(1),  3718). 

§  30.61  What  penalties  does  the  Secretary 
impose  on  delinquent  debtors? 

(a)  If  a  debtor  does  not  make  a 
payment  on  a  debt,  or  portion  of  a  debt, 


within  90  days  after  the  date  specified  in 
the  first  demand  for  payment  sent  to  the 
debtor,  the  Secretary  imposes  a  penalty 
on  the  debtor. 

(b) (1)  The  amount  of  the  penalty 
imposed  under  paragraph  (a)  of  this 
section  is  6  percent  per  year  of  the 
amount  of  the  delinquent  debt. 

(2)  The  penalty  imposed  under  this 
section  runs  from  the  date  specified  in 
the  first  demand  for  payment  to  the  date 
the  debt  (including  the  penalty)  is  paid. 

(c)  If  a  debtor  has  agreed  under  a 
repayment  or  settlement  agreement  with 
the  Secretary  to  pay  a  penalty  for  failure 
to  pay  a  debt  when  due,  or  has  such  an 
agreement  under  a  grant  or  contract 
under  which  the  debt  arose,  the 
Secretary  collects  the  penalty  in 
accordance  with  the  agreement,  grant, 
or  contract. 

(d)  The  Secretary  does  not  impose  a 
penalty  against  State  or  local 
governments  under  paragraphs  (a)  and 

(b)  of  this  section. 

Authority:  20  U.S.C.  1221e-3(a)(l)  and 
1226a-l,  31  U.S.C.  3711(e). 

§  30.62  When  does  the  Secretary  forego 
interest,  administrative  costs,  or  penalties? 

(a)  For  a  debt  of  any  amount  based  on 
a  loan,  the  Secretary  may  refrain  from 
collecting  interest  or  charging 
administrative  costs  or  penalties  to  the 
extent  that  compromise  of  these 
amounts  is  appropriate  under  the 
standards  for  compromise  of  a  debt 
contained  in  4  CFR  Part  103. 

(b)  For  a  debt  not  based  on  a  loan  the 
Secretary  may  waive,  or  partially  waive, 
the  charging  of  interest,  or  the  collection 
of  administrative  costs  or  penalties,  if — 

(1)  Compromise  of  these  amounts  is 
appropriate  under  the  standards  for 
compromise  of  a  debt  contained  in  4 
CFR  Part  103;  or 

(2)  The  Secretary  determines  that  the 
charging  of  interest  or  the  collection  of 
administrative  costs  or  penalties  is — 

(i)  Against  equity  and  good 
conscience;  or 

(ii)  Not  in  the  best  interests  of  the 
United  States. 

(c)  The  Secretary  may  exercise  waiver 
under  paragraph  (b)(1)  of  this  section 
without  regard  to  the  amount  of  the 
debt. 

(d)  The  Secretary  may  exercise 
waiver  under  paragraph  (b)(2)  of  this 
section  if — 

(1)  The  Secretary  has  accepted  an 
installment  plan  under  4  CFR  102.11; 

(2)  There  is  no  indication  of  fault  or 
lack  of  good  faith  on  the  part  of  the 
debtor;  and 

(3)  The  amount  of  interest, 
administrative  costs,  and  penalties  is 
such  a  large  portion  of  the  installments 


that  the  debt  may  never  be  repaid  if  that 
amount  is  collected. 

(e)(1)  The  Secretary  does  not  charge 
interest  on  any  portion  of  a  debt,  other 
than  a  loan,  owed  by  a  person  subject  to 
31  U.S.C.  3717  if  the  debt  is  paid  within 
30  days  after  the  date  of  the  first 
demand  for  payment. 

(2)  The  Secretary  may  extend  the 
period  under  paragraph  (e)(1)  of  this 
section  if  the  Secretary  determines  that 
the  extension  is  appropriate. 

Authority:  20  U.S.C.  1221e-3(a)(l)  and 
1226a-l,  31  U.S.C.  3711(e). 

Subpart  F— What  Requirements  Apply 
to  the  Compromise  of  a  Debt  or  the 
Suspension  or  Termination  of 
Collection  Action? 

§  30.70  How  does  the  Secretary  exercise 
discretion  to  compromise  a  debt  or  to 
suspend  or  terminate  collection  of  a  debt? 

(a)  The  Secretary  uses  the  standards 
in  the  FCCS,  4  CFR  Part  103,  to 
determine  whether  compromise  of  a 
debt  is  appropriate  if — 

(1)  The  debt  must  be  referred  to  the 
Department  of  Justice  under  this  section; 
or 

(2)  The  amount  of  the  debt  is  less  than 
or  equal  to  $20,000  and  the  Secretary 
does  not  follow  the  procedures  in 
paragraph  (e)  of  this  section. 

(b)  The  Secretary  refers  a  debt  to  the 
Department  of  Justice  to  decide  whether 
to  compromise  a  debt  if — 

(1)  The  debt  was  incurred  under  a 
program  or  activity  subject  to  section 
452(f)  of  the  General  Education 
Provisions  Act  and  the  initial 
determination  of  the  debt  was  more  than 
$50,000;  or 

(2)  The  debt  was  incurred  under  a 
program  or  activity  not  subject  to 
section  452(f)  of  the  General  Education 
Provisions  Act  and  the  amount  of  the 
debt  is  more  than  $20,000. 

(c)  The  Secretary  may  compromise  the 
debt  under  the  procedures  in  paragraph 

(e)  of  this  section  if — 

(1)  The  debt  was  incurred  under  a 
program  or  activity  subject  to  section 
452(f)  of  the  General  Education 
Provisions  Act;  and 

(2)  The  initial  determination  of  the 
debt  was  less  than  or  equal  to  $50,000. 

(d)  Tne  Secretary  may  compromise  a 
debt  without  following  the  procedure  in 
paragraph  (e)  of  this  section  if  the 
amount  of  the  debt  is  less  than  or  equal 
to  $20,000. 

(e)  The  Secretary  may  compromise  the 
debt  pursuant  to  paragraph  (c)  of  this 
section  if — 

(1)  The  Secretary  determines  that — 
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(1)  Collection  of  any  or  all  of  the  debt 
would  not  be  practical  or  in  the  public 
interest;  and 

(ii)  The  practice  that  resulted  in  the 
debt  has  been  corrected  and  will  not 
recur; 

(2)  At  least  45  days  before 
compromising  the  debt,  the  Secretary 
publishes  a  notice  in  the  Federal 
Register  stating — 

(1)  The  Secretary’s  intent  to 
compromise  the  debt;  and 

(ii)  That  interested  persons  may 
comment  on  the  proposed  compromise; 
and 

(3)  The  Secretary  considers  any 
comments  received  in  response  to  the 
Federal  Register  notice  before  finally 
compromising  the  debt. 

(f)(1)  The  Secretary  uses  the 
standards  in  the  FCCS,  4  CFR  Part  104, 
to  determine  whether  suspension  or 
termination  of  collection  action  is 
appropriate. 

(2)  The  Secretary — 


(i)  Refers  the  debt  to  the  Department 
of  Justice  to  decide  whether  to  suspend 
or  terminate  collection  action  if  the 
amount  of  the  debt  at  the  time  of  the 
referral  is  more  than  $20,000;  or 

(ii)  May  decide  to  suspend  or 
terminate  collection  action  if  the  amount 
of  the  debt  at  the  time  of  the  Secretary’s 
decision  is  less  than  or  equal  to  $20,000. 

(g)  In  determining  the  amount  of  a 
debt  under  paragraphs  (a)  through  (f)  of 
this  section,  the  Secretary  excludes 
interest,  penalties,  and  administrative 
costs. 

(h)  Notwithstanding  paragraphs  (b) 
through  (f)  of  this  section,  the  Secretary 
may  compromise  a  debt,  or  suspend  or 
terminate  collection  of  a  debt,  in  any 
amount  if  the  debt  arises  under  the 
Guaranteed  Student  Loan  Program 
authorized  under  Title  IV,  Part  B,  or  the 
Higher  Education  Act  of  1965,  as 
amended,  or  the  Perkins  Loan  Program 
authorized  under  Title  IV,  Part  E,  of  the 
Higher  Education  Act  of  1965,  as 
amended. 


(i)  The  Secretary  refers  a  debt  to  the 
General  Accounting  Office  (GAO)  for 
review  and  approval  before  referring  the 
debt  to  the  Department  of  Justice  for 
litigation  if — 

(1)  The  debt  arose  from  an  audit 
exception  taken  by  GAO  to  a  payment 
made  by  the  Department;  and 

(2)  The  GAO  has  not  granted  an 
exception  from  the  GAO  referral 
requirement. 

(j)  Nothing  in  this  section  precludes — 

(1)  A  contracting  officer  from 
exercising  his  authority  under 
applicable  statutes,  regulations,  or 
common  law  to  settle  disputed  claims 
relating  to  a  contract;  or 

(2)  The  Secretary  from  redetermining 
a  claim. 

Authority:  20  U.S.C.  1082(a)  (5)  and  (6). 
1087hh,  1221e-3(a)(l),  1226a-l,  and  1234a(f). 
31  U.S.C.  3711(e). 
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